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Allowance and Net Loan and Lease Losses

BHCPR page 12 provides informa-
tion on loan and lease losses as well
as provisions and allowance for credit
losses. Data on this page are derived
primarily from Schedule HI-B of the
FR Y-9C.

The first section itemizes the dollar
amounts of each source of change in
the valuation reserve. The second sec-
tion presents ratios that relate to the
allowance for loan and lease losses,
provision for loan and lease losses,
charge-offs, and recoveries. The last
section displays net charge-offs
(annualized) as a percentage of vari-
ous loan categories.

Change: Allowance for Credit
Losses, Excluding Allocated
Transfer Risk Reserve ($000)

Beginning Balance

The balance of the allowance for
credit losses at the end of the previ-
ous calendar year.

Gross Credit Losses

Loans and leases charged against
the allowance for credit losses, plus
the amount of losses from off-bal-
ance-sheet credit exposures charged
against any portions of the allow-
ance for credit losses related to off-
balance-sheet credit exposures.

Recoveries

Recoveries credited to the allowance
for credit losses.

Net Credit Losses

Gross credit losses minus recoveries.

Provision for Credit Losses

The year-to-date provision for credit
losses excluding the provision for
allocated transfer risk.

Foreign Currency Adjustments

Any increase or decrease resulting

from the translation of the regular
allowance for credit losses from a
foreign-denominated currency into a
dollar denomination.

Adjustments Due to Mergers and
Absorptions

The net cumulative effect of all
changes in the allowance for credit
losses of a bank or other business
acquired in a business combination
during the reporting period.

Other Adjustments

All other allowable adjustments dur-
ing the reporting period.

Ending Balance

The sum of the beginning allowance
for credit losses, the provision
for credit losses, adjustments due to
foreign currency translation as well
as mergers and absorptions, and
other adjustments minus net credit
losses.

Allocated Transfer Risk Reserve
(ATRR)

The required reserve for allocated
transfer risk as specified in Sec-
tion 905(a) of the International Lend-
ing Supervision Act of 1983, in the
agency regulations implementing the
Act (Subpart D of Federal Reserve
Regulation K, Part 351 of the FDIC’s
Rules and Regulations, and Part 20
of the Comptroller of the Currency’s
Regulations), and in any guidelines,
letters, or instructions issued by the
agencies.

Provision for Allocated Transfer Risk

The year-to-date provision for allo-
cated transfer risk.

Analysis Ratios

Provision for Losses/Average Assets

Provision for credit losses including

the provision for allocated transfer
risk divided by (four-point) average
assets. (See the definition of average
assets on page 3-13.)

Provision for Losses/Average Loans
and Leases

Provision for credit losses including
the provision for allocated transfer
risk divided by (four-point) average
loans and leases, net of unearned
income. (See the definition of aver-
age loans and leases on page 3-13.)

Provision for Losses/Net Losses

Provision for credit losses and for
allocated transfer risk divided by net
credit losses.

Loan and Lease Allowance/Total Loans
and Leases

The allowance for loan and lease
losses, including the allocated trans-
fer risk reserve, divided by loans
and leases net of unearned income.

Loan and Lease Allowance/Net Loan
and Lease Losses (X)

The allowance for loan and lease
losses, including the allocated
transfer risk reserve, divided by net
loan and lease losses (annualized),
including net losses charged against
the allocated transfer risk reserve.
The “X” in the ratio title indicates
that this ratio is a coverage ratio
that measures the number of times
the allowance covers loan and lease
losses. If recoveries exceed gross
loan and lease losses, the BHCPR dis-
plays an “NA” in lieu of the ratio
value or the percentile rank. (This
ratio is not expressed as a percent
and is, therefore, not multiplied by
100.)

Allowance for Credit Losses/
Nonaccrual Assets

The allowance for credit losses
including the allocated transfer risk
reserve divided by the aggregate
amount of nonaccrual assets.
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Loan and Lease Allowance/90 Days and
over Past Due and Nonaccrual Loans
and Leases

The allowance for loan and lease
losses including the allocated trans-
fer risk reserve divided by the loans
and leases on which payment is
due and unpaid for 90 days or more
or that are placed in nonaccrual
status.

Gross Loan and Lease Losses/Average
Loans and Leases

Loans and leases charged against the
allowance for loan and lease losses
(annualized) divided by (four-point)
average loans and leases, net of
unearned income. (See the definition
of average loans and leases on
page 3-13.)

Recoveries/Average Loans and Leases

Loan recoveries in the current year
(annualized) divided by (four-point)
average loans and leases, net of
unearned income. (See the definition
of average loans and leases on
page 3-13.)

Net Losses/Average Loans and Leases

Gross loan and lease losses less
recoveries divided by (four-point)
average loans and leases, net of
unearned income. (See the defini-
tion of average loans and leases on
page 3-13.)

Recoveries/Prior Year-End Losses

Recoveries in the current year divided
by gross loan and lease losses of the
preceding calendar year.

Earnings Coverage of Net Losses (X)

The sum of income before taxes,
minority interest, and extraordinary
items, the provision for possible loan
and lease losses, and the provision
for allocated transfer risk divided by
net credit losses (including charge-
offs against the allocated transfer risk
reserve). (This ratio is not expressed
as a percent and is, therefore, not
multiplied by 100.)

Net Loan and Lease Losses
by Type

(Net Losses, Percent of)
Real Estate Loans

Net losses (gross charge-offs minus
recoveries) on real estate loans
divided by real estate loans, gross of
unearned income.

(Net Losses, Percent of)
Real Estate Loans Secured
by 1–4 Family

Net losses on real estate loans
secured by one- to four-family resi-
dential properties divided by real
estate loans secured by one- to four-
family residential properties, gross
of unearned income.

(Net Losses, Percent of)
Revolving

Net losses on revolving open-end real
estate loans secured by one- to four-
family residential properties and
extended under lines of credit
divided by the outstanding balance
of revolving open-end real estate
loans secured by one- to four-family
residential properties, gross of
unearned income.

(Net Losses, Percent of)
Closed-End

Net losses on other real estate loans
secured by first and junior liens on
one- to four-family residential prop-
erties divided by the outstanding bal-
ance of other real estate loans secured
by first and junior liens on one- to
four-family residential properties,
gross of unearned income.

(Net Losses, Percent of)
Commercial Real Estate Loans

Net losses on construction and land
development loans and real estate
loans secured by multifamily residen-
tial properties and nonfarm non-
residential properties divided by the
sum of the outstanding balances,

gross of unearned income, of the same
commercial real estate loan
categories.

(Net Losses, Percent of)
Construction and Land Development

Net losses on construction and land
development loans divided by the
outstanding balance of construction
and land development loans, gross
of unearned income.

(Net Losses, Percent of)
Multifamily

Net losses on real estate loans secured
by multifamily (five dwelling units
or more) residential properties
divided by the outstanding balance
of real estate loans secured by multi-
family residential properties, gross
of unearned income.

(Net Losses, Percent of)
Nonfarm Nonresidential

Net losses on real estate loans secured
by nonfarm nonresidential proper-
ties divided by the outstanding bal-
ance of real estate loans secured by
nonfarm nonresidential properties,
gross of unearned income.

(Net Losses, Percent of)
Real Estate Loans Secured by Farmland

Net losses on real estate loans secured
by farmland divided by the out-
standing balance of real estate loans
secured by farmland, gross of
unearned income.

(Net Losses, Percent of)
Commercial and Industrial Loans

Net losses on commercial and indus-
trial loans divided by commercial and
industrial loans, gross of unearned
income.

(Net Losses, Percent of)
Loans to Depository Institutions

Net losses on loans to depository
institutions divided by loans to
depository institutions, gross of
unearned income.
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(Net Losses, Percent of)
Loans to Individuals

Net losses on consolidated loans
to individuals divided by loans to
individuals, gross of unearned
income.

(Net Losses, Percent of)
Credit Card Loans

Net losses on credit cards and related
plans including check credit and
other revolving credit plans divided
by the outstanding balance of

credit card loans, gross of unearned
income.

(Net Losses, Percent of)
Agricultural Loans

Net losses on agricultural loans
divided by agricultural loans, gross
of unearned income.

(Net Losses, Percent of)
Loans to Foreign Governments and
Institutions

Net losses on loans to foreign gov-

ernments and official institutions
divided by loans to foreign govern-
ments and official institutions, gross
of unearned income.

(Net Losses, Percent of)
Other Loans and Leases

Net losses on other loans and leases
divided by other loans and leases,
gross of unearned income.
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Past Due and Nonaccrual Assets

BHCPR page 13 contains publicly
available information on the dollar
volume of assets that are 90 days past
due or in nonaccrual status, restruc-
tured loans and leases in compliance
with modified terms, and real estate
that were acquired in satisfaction of
debts previously contracted. In addi-
tion, the proportion of loans that are
90 days or more past due or in
nonaccrual status are presented rela-
tive to the corresponding loan bal-
ance of each loan category.

At the bottom of the report page, the
sum of loans and leases that are
90 days and over past due and still
accruing interest, nonaccrual loans
and leases, and real estate acquired
in satisfaction of debt previously con-
tracted are expressed as a percentage
of total assets, allowance for loan
and lease losses, equity capital plus
allowance for credit losses, Tier 1
capital plus allowance for credit
losses, as well as loans and leases
plus real estate acquired in satisfac-
tion of debt previously contracted.

Information printed on this report
page is primarily derived from Sched-
ule HC-H of the FR Y-9C report
form.

(Note: In the regulatory version of the
BHCPR, this page is replaced
by two report pages that contain
restricted information. The two report
pages are entitled “Past Due and
Nonaccrual Assets” (BHCPR Page 13)
and “Past Due and Nonaccrual Loans
and Leases, by Loan Type” (BHCPR
page 13A). See Appendix A for a
description of line items found in
these report pages.)

90 Days and over Past Due and
Nonaccrual Loans and Leases
($000)

90 Days and over Past Due
Loans and Leases

Loans and lease financing receivables
on which either interest or principal
is unpaid for 90 days or more and

that are not required to be carried in
nonaccrual status.

Nonaccrual Loans and Leases

Loans and lease financing receivables
that are required to be reported on a
nonaccrual basis because (a) they are
maintained on a cash basis due to a
deterioration in the financial position
of the borrower, (b) payment in full
of interest or principal is not expected,
or (c) principal or interest has been in
default for 90 days or longer, unless
the obligation is both well secured
and in the process of collection.

Restructured Loans and Leases in
Compliance

Loans and lease financing receivables
that have been restructured or rene-
gotiated because of a deterioration in
the financial position of the obligor
but remain in compliance with the
modified terms of the restructuring.

Real Estate Acquired (REACQ)

Real estate acquired in satisfaction
of debts previously contracted. It
includes investments, loans, sales
contracts, and other assets based on
properties, which are considered sold
or transferred, where there exists a
likelihood that the properties will
have to be taken over by the bank
holding company (BHC) or its sub-
sidiaries and properties sold or trans-
ferred for which someone other than
the BHC or its subsidiaries takes title
for the convenience of the BHC or its
subsidiaries.

Other Assets—90 Days and over
Past Due

Assets (other than loans and leases,
real estate owned, or other repos-
sessed assets) including placements
and debt securities on which interest
or principal is due and unpaid for
90 days or more.

Other Assets—Nonaccrual

Assets (other than loans and leases,
real estate owned or other repos-

sessed assets) including placements
and debt securities that are in non-
accrual status.

90 Days and over Past Due and
Nonaccrual Loans and Leases
as a Percent of Loan Type

Real Estate Loans—90 Days and over
Past Due
(Percent of Real Estate Loans)

Real estate loans on which interest
or principal is due and unpaid for
90 days or more divided by real estate
loans, gross of unearned income.

Real Estate Loans—Nonaccrual
(Percent of Real Estate Loans)

Real estate loans that are in non-
accrual status divided by real estate
loans, gross of unearned income.

Commercial and Industrial Loans—
90 Days and over Past Due
(Percent of Commercial and Industrial
Loans)

Commercial and industrial loans on
which interest or principal is due and
unpaid for 90 days or more divided
by commercial and industrial loans,
gross of unearned income.

Commercial and Industrial Loans—
Nonaccrual
(Percent of Commercial and
Industrial Loans)

Commercial and industrial loans that
are in nonaccrual status divided by
commercial and industrial loans,
gross of unearned income.

Loans to Individuals—
90 Days and over Past Due
(Percent of Loans to Individuals)

Loans to individuals on which inter-
est or principal is due and unpaid
for 90 days or more divided by total
loans to individuals, gross of
unearned income.
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Loans to Individuals—Nonaccrual
(Percent of Loans to Individuals)

Loans to individuals that are in
nonaccrual status divided by loans
to individuals, gross of unearned
income.

Loans to Depository Institutions—
90 Days and over Past Due
(Percent of Loans to Depository
Institutions)

Loans to depository institutions on
which interest or principal is due and
unpaid for 90 days or more divided
by loans to depository institutions,
gross of unearned income.

Loans to Depository Institutions—
Nonaccrual
(Percent of Loans to Depository
Institutions)

Loans to depository institutions that
are in nonaccrual status divided by
loans to depository institutions, gross
of unearned income.

Agricultural Loans—
90 Days and over Past Due
(Percent of Agricultural Loans)

Agricultural loans on which interest
or principal is due and unpaid for
90 days or more divided by agri-
cultural loans, gross of unearned
income.

Agricultural Loans—Nonaccrual
(Percent of Agricultural Loans)

Agricultural loans that are in
nonaccrual status divided by agri-
cultural loans, gross of unearned
income.

Loans to Foreign Governments and
Institutions—90 Days and over
Past Due
(Percent of Loans to Foreign
Governments and Institutions)

Loans to foreign governments and
official institutions on which interest
or principal is due and unpaid for
90 days or more divided by loans
to foreign governments and official
institutions, gross of unearned
income.

Loans to Foreign Governments and
Institutions—Nonaccrual
(Percent of Loans to Foreign
Governments and Institutions)

Loans to foreign governments and of-
ficial institutions that are in
non-accrual status divided by loans
to foreign governments and official
institutions, gross of unearned
income.

Total Loans and Leases—
90 Days and over Past Due
(Percent of Total Loans and Loans)

Loans and leases on which interest
or principal is due and unpaid for
90 days or more divided by total
loans and leases, net of unearned
income.

Total Loans and Leases—Nonaccrual
(Percent of Total Loans and Leases)

Loans and leases in nonaccrual sta-
tus divided by loans and leases, net
of unearned income.

Memoranda

Real Estate Loans Secured by 1–4
Family—90 Days and over Past Due
(Percent of Real Estate Loans Secured
by 1–4 Family)

Real estate loans secured by one- to
four-family residential properties that
are 90 days or more past due divided
by real estate loans secured by one-
to four-family residential properties,
gross of unearned income.

Real Estate Loans Secured by 1–4
Family—Nonaccrual
(Percent of Real Estate Loans Secured
by 1–4 Family)

Real estate loans secured by one- to
four-family residential properties that
are in nonaccrual status divided by
real estate loans secured by one- to
four-family residential properties,
gross of unearned income.

Revolving—90 Days and over
Past Due
(Percent of Revolving Real Estate
Loans Secured by 1–4 Family)

Revolving open-end real estate loans

secured by one- to four-family resi-
dential properties and extended
under lines of credit that are 90 days
or more past due divided by the
outstanding balance of revolving
open-end real estate loans secured
by one- to four-family residential
properties, gross of unearned income.

Revolving—Nonaccrual
(Percent of Revolving Real Estate
Loans Secured by 1–4 Family)

Nonaccrual revolving open-end real
estate loans secured by one- to four-
family residential properties and
extended under lines of credit
divided by the outstanding balance
of revolving open-end real estate
loans secured by one- to four-family
residential properties, gross of
unearned income.

Closed-End—90 Days and over
Past Due
(Percent of Closed-End Real Estate
Loans Secured by 1–4 Family)

Other real estate loans secured by
first and junior liens on one- to four-
family residential properties that
are 90 days or more past due divided
by the outstanding balance of other
real estate loans secured by first
and junior liens on one- to four-
family residential properties, gross
of unearned income.

Closed-End—Nonaccrual
(Percent of Closed-End Real Estate
Loans Secured by 1–4 Family)

Other real estate loans secured by
first and junior liens on one- to four-
family residential properties that
are in nonaccrual status divided by
the outstanding balance of other real
estate loans secured by first and jun-
ior liens on one- to four-family resi-
dential properties, gross of unearned
income.

Commercial Real Estate Loans—
90 Days and over Past Due
(Percent of Commercial Real Estate
Loans)

Commercial real estate loans consist-
ing of construction and land devel-
opment loans and real estate loans
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secured by multifamily residential
properties and nonfarm nonresiden-
tial properties that are 90 days or
more past due divided by the sum of
the outstanding balances, gross of
unearned income, of the same com-
mercial real estate loan categories.

Commercial Real Estate Loans—
Nonaccrual
(Percent of Commercial Real Estate
Loans)

Nonaccrual commercial real estate
loans consisting of construction and
land development loans and real
estate loans secured by multifamily
residential properties and nonfarm
nonresidential properties divided by
the sum of the outstanding balances,
gross of unearned income, of the
same commercial real estate loan
categories.

Construction and Land Development—
90 Days and over Past Due
(Percent of Construction and Land
Development Loans)

Construction and land development
loans that are 90 days or more past
due divided by the outstanding
balance of construction and land
development loans, gross of un-
earned income.

Construction and Land Development—
Nonaccrual
(Percent of Construction and Land
Development Loans)

Construction and land development
loans in nonaccrual status divided
by the outstanding balance of con-
struction and land development
loans, gross of unearned income.

Multifamily—90 Days and over
Past Due
(Percent of Multifamily Real Estate
Loans)

Real estate loans secured by multi-
family residential properties that are
90 days or more past due divided by
the outstanding balance of real estate
loans secured by multifamily residen-
tial properties, gross of unearned
income.

Multifamily—Nonaccrual
(Percent of Multifamily Real Estate
Loans)

Nonaccrual real estate loans secured
by multifamily residential properties
divided by the outstanding balance
of real estate loans secured by multi-
family residential properties, gross
of unearned income.

Nonfarm Nonresidential—
90 Days and over Past Due
(Percent of Nonfarm Nonresidential
Loans)

Real estate loans secured by nonfarm
nonresidential properties that are
90 days or more past due divided by
the outstanding balance of real estate
loans secured by nonfarm nonresi-
dential properties, gross of unearned
income.

Nonfarm Nonresidential—Nonaccrual
(Percent of Nonfarm Nonresidential
Loans)

Nonaccrual real estate loans secured
by nonfarm nonresidential proper-
ties divided by the outstanding bal-
ance of real estate loans secured by
nonfarm nonresidential properties,
gross of unearned income.

Real Estate Loans Secured by
Farmland—90 Days and over Past Due
(Percent of Real Estate Loans Secured
by Farmland)

Real estate loans secured by farm-
land that are 90 days or more past
due divided by the outstanding
balance of real estate loans secured
by farmland, gross of unearned
income.

Real Estate Loans Secured by
Farmland—Nonaccrual
(Percent of Real Estate Loans Secured
by Farmland)

Nonaccrual real estate loans secured
by farmland divided by the out-
standing balance of real estate
loans secured by farmland, gross of
unearned income.

Credit Card Loans—
90 Days and over Past Due
(Percent of Credit Card Loans)

Credit cards and related plans,
including check credit and other
revolving credit plans, on which
interest or principal is due and
unpaid for 90 days or more divided
by the outstanding balance of credit
card loans, gross of unearned income.

Credit Card Loans—Nonaccrual
(Percent of Credit Card Loans)

Nonaccrual credit cards and related
plans including check credit and
other revolving credit plans divided
by the outstanding balance of credit
card loans, gross of unearned income.

90 Days and over Past Due Plus
Nonaccrual Loans and Leases
Plus Real Estate Acquired as
Percent of

(90 Days and over Past Due Plus
Nonaccrual Loans and Leases Plus
Real Estate Acquired as Percent of)
Total Assets

The sum of loans and leases that are
90 days or more past due or in
nonaccrual status and real estate
acquired in satisfaction of debt pre-
viously contracted divided by total
assets.

(90 Days and over Past Due Plus
Nonaccrual Loans and Leases Plus
Real Estate Acquired as Percent of)
Allowance for Loan and Lease Losses

The sum of loans and leases that are
90 days or more past due or in non-
accrual status and real estate acquired
in satisfaction of debt previously con-
tracted divided by the allowance for
loan and lease losses including the
allocated transfer risk reserve.

(90 Days and over Past Due Plus
Nonaccrual Loans and Leases Plus
Real Estate Acquired as Percent of)
Equity Capital Plus Allowance for
Credit Losses

The sum of loans and leases that
are 90 days or more past due or in
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nonaccrual status and real estate
acquired in satisfaction of debt pre-
viously contracted divided by the
sum of equity capital and allowance
for credit losses.

(90 Days and over Past Due Plus
Nonaccrual Loans and Leases Plus
Real Estate Acquired as Percent of)
Tier 1 Capital Plus Allowance for
Credit Losses

The sum of loans and leases that are
90 days or more past due or in non-

accrual status and real estate acquired
in satisfaction of debt previously con-
tracted divided by the sum of Tier 1
capital and allowance for credit
losses.

(90 Days and over Past Due Plus
Nonaccrual Loans and Leases Plus
Real Estate Acquired as Percent of)
Loans and Leases Plus Real Estate
Acquired

The sum of loans and leases that are
90 days or more past due or in non-

accrual status and real estate acquired
in satisfaction of debt previously con-
tracted divided by the sum of loans
and leases, net of unearned income,
and real estate acquired in satisfac-
tion of debt previously contracted.
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Risk-Based Capital

BHCPR page 14 presents the risk-
based capital ratios and the compo-
nents of total risk-based capital and
risk-weighted assets for bank hold-
ing companies with consolidated
assets of $150 million or more. In
addition, this page provides infor-
mation on the total amounts of bal-
ance sheet and off-balance-sheet
items that are assigned to the zero
percent credit risk category, the credit
equivalent amounts of off-balance-
sheet derivative contracts, and the
amounts of market risk equivalent
assets.

For a complete description of the
Federal Reserve Board’s risk-based
capital adequacy guidelines for
bank holding companies, please refer
to Appendices A and E of Regulation
Y, 12 C.F.R. 225. Risk-based capital
data provided on this page are
derived primarily from Schedules
HC, HC-I, and HC-IC of the FR Y-9C
report form.

Risk-Based Capital ($000)

Common Equity

Stockholders’ equity minus the sum
of perpetual preferred stock (net of
treasury stock in the form of
perpetual preferred stock), net
unrealized holding gains (losses) on
available-for-sale securities, and net
unrealized loss on equity securities
with readily determinable fair values
(net of tax effect).

Qualifying Perpetual Preferred Stock
(for Tier 1 Capital)

The sum of noncumulative perpetual
preferred stock, cumulative perpetual
preferred stock deemed by the
Federal Reserve Board to be Tier 1
capital, and cumulative preferred
stock (trust preferred stock) reported
in minority interest in consolidated
subsidiaries. The amount of cumula-
tive perpetual preferred stock that
can qualify for Tier 1 capital is limited
to one-third of the sum of common
equity, minority interest in consoli-

dated subsidiaries (excluding trust
preferred stock), and noncumulative
perpetual preferred stock.

Minority Interest in Consolidated
Subsidiaries, Excluding Trust
Preferred Stock

The portion of the subsidiaries’ equity
accounts that must be allocated by
the bank holding company to minor-
ity shareholders of such subsidiaries
minus cumulative preferred stock
(or trust preferred stock) included in
minority interest.

Permanent Core Capital

The sum of common equity, non-
cumulative perpetual preferred stock,
cumulative perpetual preferred stock
that qualifies for Tier 1 capital, and
minority interest in consolidated
subsidiaries, net of trust preferred
stock.

Goodwill

The unamortized amount of good-
will, which is the excess of cost
over the fair values of tangible assets
and identifiable intangible assets
acquired less the fair value of lia-
bilities assumed in a business com-
bination that was accounted for as a
purchase.

Nongrandfathered Other Identifiable
Intangible Assets

The unamortized amount of other
specifically identifiable intangible
assets other than goodwill, mortgage
servicing assets, purchased credit
card relationships, and nonmortgage
servicing assets (e.g., core deposit
intangibles, favorable leasehold
rights, and organization costs) minus
the portion recorded on the consoli-
dated bank holding company’s bal-
ance sheet on or before February 19,
1992.

Excess Mortgage Servicing Assets,
Purchased Credit Card Relationships,
and Nonmortgage Servicing Assets

The sum of: (1) the excess of the book

value of mortgage servicing  assets
(MSAs) over the amount eligible for
Tier 1 capital, (2) the excess of the
book value of purchased credit card
relationships (PCCRs) and non-
mortgage servicing assets (NMSAs)
over the amount eligible for Tier 1
capital, and (3) the excess of the
amount of eligible (for Tier 1 capital)
MSAs, PCCRs, and NMSAs over the
aggregate regulatory limit which is
100% of permanent core capital, net
of goodwill and other identifiable
intangible assets.

Mortgage servicing assets result from
acquiring contracts to service loans
secured by real estate. The amount of
MSAs eligible for Tier 1 capital is
based on the lowest of the following
amounts: the book value of MSAs,
90 percent of the fair market value of
MSAs, or 100 percent of permanent
core capital, net of goodwill and other
identifiable intangible assets.

NMSAs result from contracts to ser-
vice financial assets other than loans
secured by real estate.

PCCRs generally arise from pay-
ments in excess of the value of pur-
chased credit card receivables. PCCRs
are also associated with the right to
provide credit card services to credit
cardholders. The amount of PCCRs
and NMSAs eligible for Tier 1 capital
is determined by whichever is the
lowest of the following: the book
value of the PCCRs and NMSAs, 90
percent of the fair market value of
the PCCRs  and NMSAs, or 25 per-
cent of permanent core capital (net of
goodwill and other identifiable
intangible assets).

Deferred Tax Assets in Excess of the
Regulatory Capital Limit

The amount of deferred tax assets
(net of any valuation allowance)
in excess of the lesser of a) deferred
tax assets that depend on future tax-
able income that is expected to be
realized within one year of the quar-
ter-end report date based on the
BHC’s projected future taxable
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income for that year or b) ten percent
of the BHC’s Tier 1 capital (net of
good-will and all identifiable intan-
gible assets other than mortgage ser-
vicing assets and purchased credit
card relationships, but before deduct-
ing any disallowed deferred tax
assets).

Tier 1 Capital

The sum of common equity, non-
cumulative perpetual preferred stock,
cumulative perpetual preferred
stock that qualifies as Tier 1 capital,
and minority interest in consolidated
subsidiaries (excluding trust pre-
ferred stock) less the sum of good-
will, excess MSAs, NMSAs, and
PCCRs, nongrandfathered other
identifiable intangible assets, and
deferred tax assets in excess of the
regulatory capital limit.

(Note: Prior to December 1995, data
on excess deferred tax assets are not
available.)

Qualifying Perpetual Preferred Stock
(for Tier 2 Capital)

The sum of auction rate preferred
stock and the excess of cumulative
perpetual preferred stock over the
amount deemed by the Federal Re-
serve to be eligible for Tier 1 capital.

Qualifying Subordinated Debt and
Intermediate-Term Preferred Stock

The discounted amount of subordi-
nated debt and intermediate-term
preferred stock, which must not
exceed 50 percent of Tier 1 capital.
The discount factors applied to sub-
ordinated debt, unsecured long-term
debt that qualified as secondary capi-
tal when issued prior to March 1988,
and intermediate-term preferred
stock, including the portion dedicated
to retire or redeem mandatory con-
vertible securities, are: 100 percent
for maturities over 5 years, 80 per-
cent for maturities 4 to less than
5 years, 60 percent for maturities 3 to
less than 4 years, 40 percent for
maturities 2 to less than 3 years, and
20 percent for maturities 1 to less than
2 years.

Perpetual Debt, Net Mandatory
Convertible Securities, and Qualifying
Long-Term Preferred Stock

Total perpetual debt, undedicated
portions of mandatory convertible
securities, and long-term preferred
stock with an original maturity of
20 years or more that qualify for
supplementary capital, after dis-
counting. Bank holding companies
use the following quantitative fac-
tors to discount long-term preferred
stock: 100 percent for maturities over
5 years, 80 percent for maturities 4 to
less than 5 years, 60 percent for
maturities 3 to less than 4 years,
40 percent for maturities 2 to less than
3 years, and 20 percent for maturities
1 to less than 2 years.

Eligible Net Unrealized Holding Gains
on AFS Equity Securities

Forty-five (45) percent of pretax net
unrealized holding gains (that is, of
the fair value over historical cost) on
available-for-sale equity securities
with readily determinable fair val-
ues. This is an optional designation;
however, if an institution opts to
include an amount of unrealized
holding gains in its Tier 2 capital, it
must also include that amount in its
risk-weighted assets.

Qualifying Allowance for Credit Losses

The amount of allowance for credit
losses, excluding the allocated trans-
fer risk reserve. The limit on the
amount of allowance for loan and
lease losses that qualifies for Tier 2
capital is 1.25 percent of gross risk-
weighted assets.

Tier 2 Capital

The sum of qualifying subordinated
debt, intermediate-term preferred
stock, and unsecured long-term debt
including the dedicated portion of
mandatory convertible securities,
perpetual preferred stock qualifying
for Tier 2 capital, perpetual debt, net
mandatory convertible securities,
long-term limited-life preferred stock
qualifying for Tier 2 capital, and
allowance for credit losses eligible

for Tier 2 capital. (Note: Tier 2 capital
cannot exceed Tier 1 capital.)

Tier 3 Capital

The amount of qualifying subordi-
nated debt of bank holding compa-
nies that are subject to the market
risk guidelines pursuant to 12 C.F.R.
225, Appendix E.

Total Risk-Based Capital before
Deductions

The sum of Tier 1 capital and Tier 2
capital, and where applicable, Tier 3
capital.

Reciprocal Capital  Holdings

Reciprocal holdings of banking
organizations’ capital instruments
that qualify for Tier 1 or Tier 2 capi-
tal including common stockholders’
equity, cumulative and noncumu-
lative perpetual preferred stock,
hybrid capital instruments, perpet-
ual debt, mandatory convertible
securities, subordinated debt and
intermediate-term preferred stock
with original weighted average
maturity of 5 years or more, and
long-term preferred stock with origi-
nal weighted average maturity of
20 years or more.

Investment in Unconsolidated Banking
and Finance Subsidiaries

Amount of investments (equity and
debt capital instruments) by the par-
ent holding company or its direct or
indirect subsidiaries in banking and
finance subsidiaries, whose financial
statements are not consolidated for
accounting or regulatory purposes.

Total Risk-Based Capital

Total risk-based capital before deduc-
tions minus the sum of reciprocal
holdings of banking organizations’
capital instruments and capital
investments in unconsolidated
banking and finance subsidiaries
or associated companies controlled
by the banking organization. For
certain BHCs, this ratio reflects
capital charges for certain market
risks.
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Risk-Weighted Assets

On-Balance-Sheet Risk Assets
Weighted at 20%

Gross assets reported in Sche-
dule HC-I of the FR Y-9C that are
weighted at 20 percent.

On-Balance-Sheet Risk Assets
Weighted at 50%

Gross assets reported in Sche-
dule HC-I of the FR Y-9C that are
weighted at 50 percent.

On-Balance-Sheet Risk Assets
Weighted at 100%

Gross assets reported in Sche-
dule HC-I of the FR Y-9C that are
weighted at 100 percent.

Total On-Balance-Sheet Risk-Weighted
Assets

The sum of gross on-balance-
sheet assets that are risk-weighted at
20 percent, 50 percent, or 100 percent.

Credit Equivalent of Off-Balance-Sheet
Risk Assets Weighted at 20%

The amount of off-balance-sheet
assets to which the appropriate credit
conversion factors (20 percent, 50 per-
cent, or 100 percent) have been
applied and risk-weighted at 20 per-
cent less the full amount of risk
participation in bankers acceptances
conveyed to banks (line 2b of Sched-
ule HC-I, Part II, in Appendix F).

Credit Equivalent of Off-Balance-Sheet
Risk Assets Weighted at 50%

The amount of off-balance-sheet
assets to which the appropriate
credit conversion factors (20 percent,
50 percent, or 100 percent) have
been applied and risk-weighted at
50 percent.

Credit Equivalent of Off-Balance-Sheet
Risk Assets Weighted at 100%

The amount of off-balance-sheet
assets to which the appropriate credit
conversion factors (20 percent,
50 percent, or 100 percent) have

been applied and risk-weighted at
100 percent.

Total Off-Balance-Sheet Risk-Weighted
Assets

Credit equivalent amounts of off-
balance-sheet transactions that are
risk-weighted at 20 percent, 50 per-
cent, or 100 percent.

Excess Mortgage Servicing Assets,
Purchased Credit Card Relationships,
Nonmortgage Servicing Assets, and
Other Identifiable Intangible Assets

The sum of excess MSAs, PCCRs,
NMSAs, and nongrandfathered other
identifiable intangible assets.

Net Unrealized Losses (Gains) on
Marketable Equity Securities

Net unrealized holding losses (gains)
on available-for-sale equity securities
with readily determinable fair val-
ues, net of tax effects. Prior to the
March 1994 quarter, this line item
displays an “NA.”

Deferred Tax Assets in Excess of the
Regulatory Capital Limit

See the definition above. The amount
of deferred tax assets in excess of the
regulatory capital limit is not
included in risk-weighted assets for
risk-based capital purposes.

Total Credit Risk-Weighted Assets

The sum of gross on-balance-sheet
risk-weighted assets and off-balance-
sheet assets minus the sum of excess
MSAs, NMSAs, and PCCRs, net
unrealized losses (gains) on market-
able equity securities, nongrand-
fathered other identifiable intangible
assets, and deferred tax assets in
excess of the regulatory capital limit.

Market Risk Equivalent Assets

The amount of the bank holding
company's measure for market risk
(as computed using its internal
model) multiplied by 12.5. See the
Federal Reserve's capital guidelines
for specific instructions on the calcu-
lation of the market risk measure.

Gross Risk-Weighted Assets

The sum of gross on-balance-sheet
risk-weighted assets, off-balance-
sheet risk-weighted assets and mar-
ket risk equivalent assets minus the
sum of excess MSAs, NMSAs, and
PCCRs, net unrealized losses (gains)
on marketable equity securities,
nongrandfathered other identifiable
intangible assets, and deferred tax
assets in excess of the regulatory capi-
tal limit.

(Note: Prior to December 1995, data
on excess deferred tax assets are not
available.)

Excess Allowance for Credit Losses

The excess amount of allowance for
credit losses over 1.25 percent of gross
risk-weighted assets.

Allocated Transfer Risk Reserve

The required reserve for allocated
transfer risk as specified in Sec-
tion 905(a) of the International Lend-
ing Supervision Act of 1983, in the
agency regulations implementing the
Act (Subpart D of Federal Reserve
Regulation K, Part 351 of the Federal
Deposit Insurance Corporation’s
Rules and Regulations, and Part 20
of the Office of the Comptroller of
the Currency’s Regulations) and in
any guidelines, letters, or instructions
issued by the agencies.

Net Risk-Weighted Assets

Gross risk-weighted assets minus
the sum of the allocated transfer
risk reserve and excess allowance
for loan and lease losses. For cer-
tain BHCs, this line item reflects
capital charges for certain market
risks.

Memoranda

On-Balance-Sheet Assets with 0%
Weight

Gross assets reported in Schedule
HC-I of the FR Y9-C, which have been
assigned a credit risk weight of (but
not multiplied by) zero percent.



BHCPR User’s Guide • March 19993-62

Conversion Factors

Remaining Maturity

Type of 1 Year Over 1–5 Over 5
Contract or Less Years Years

Interest Rate 0.0% 0.5% 1.5%
Exchange rate

 and gold 1.0 5.0 7.5
Equity 6.0 8.0 10.0
Commodity,

excluding
precious metals 10.0 12.0 15.0

Precious metal
except gold 7.0 7.0 8.0

For derivative contracts subject to
bilateral netting, the aggregate sum
of the above weighted notional prin-
cipal amounts represents the gross
potential future exposure (Agross).
Together with NGR (the ratio of net
current exposure to the gross current
exposure), Agross provides the basis
for calculating an adjusted add-on
amount (Anet in the formula below)
which determines the net potential
future exposure of derivative con-
tracts subject to bilateral netting.

Anet = (0.4 x Agross) + [0.6(NGR x Agross)]

Prior to the December 1995 reporting
period, the applicable conversion fac-
tors were as follows:

Remaining Maturity

1 Year Over
Type of Contract or Less 1 Year

Interest Rate 0.0% 0.5%
Exchange rate, gold,

other precious metals,
other commodity,
and equity contracts 1.0 5.0

Mortgage Servicing Assets

The unamortized cost of acquiring
contracts to service loans secured by
real estate.

Purchased Credit Card Relationships
and Nonmortgage Servicing Assets

The sum of unamortized amount of
purchased credit card relationships
arising from the purchase of existing

credit card receivables along with
the right to provide credit card ser-
vices to those customers and
nonmortgage servicing assets arising
from servicing contracts on financial
assets other than loans secured by
real estate.

All Other Identifiable Intangible Assets

The unamortized amount of other
specifically identifiable intangible
assets including core deposit intan-
gibles, favorable leasehold rights, and
organization costs.

Capital Ratios

Tier 1 Leverage Ratio

Tier 1 capital divided by average
assets for the latest quarter (as
reported in Schedule HC-E of the
FR Y-9C), net of intangible assets
ineligible for Tier 1 capital (goodwill,
excess MSAs, NMSAs, and PCCRs
and nongrandfathered other identi-
fiable intangible assets) and deferred
tax assets in excess of the regulatory
capital limit. For certain BHCs, this
ratio reflects capital charges for cer-
tain market risks.

(Note: Prior to December 1995, data
on excess deferred tax assets are not
available. Moreover, net unrealized
losses on marketable equity securi-
ties are deducted from average assets
from March 1994 to December 1994.

Tier 1 Risk-Based Capital Ratio

The difference between Tier 1 capi-
tal and 50 percent of investments
in unconsolidated banking and
finance subsidiaries divided by risk-
weighted assets. If half (50 percent)
of the investments in unconsolidated
banking and finance subsidiaries
exceeds Tier 2 capital, then the excess
constitutes an additional amount to
be deducted from Tier 1 capital. For
certain BHCs, this ratio reflects capi-
tal charges for certain market risks.

Total Risk-Based Capital Ratio

Total risk-based capital divided by
risk-weighted assets. For certain

Off-Balance-Sheet Assets (Credit
Equivalent) with 0% Weight

The amount of off-balance-sheet
assets to which the appropriate
credit conversion factors have been
applied (20 percent, 50 percent,
or 100 percent) weighted at zero
percent.

Credit Equivalent of Off-Balance-Sheet
Derivative Contracts

The sum (as reported by the bank
holding company on the FR Y-9C,
Schedule HC-I, Part II, item 10,
Columns A through C) of the cur-
rent exposure or replacement cost
and an estimate of the potential
future credit exposure over the
remaining life of derivative con-
tracts (interest rate contracts, includ-
ing basis swaps, foreign exchange
contracts, equity derivative con-
tracts, and commodity and other
contracts).

Current exposure refers to the
positive mark-to-market dollar value
of each contract. If the mark-
to-market value is zero or negative,
then the current exposure equals
zero.

With regard to off-balance-sheet
contracts subject to bilateral netting
arrangements (involving a single
counterparty), however, the Federal
Reserve Board’s risk-based capital
guidelines (that took effect on
October 1995) allow positive mark-
to-market values to be offset by
negative mark-to-market values, thus
resulting in a “net current exposure”
with a minimum value of zero.
“Gross current exposure” refers to
the sum of the current exposures of
all individual contracts with positive
mark-to-market values.

The potential future credit exposure
of off-balance-sheet derivative con-
tracts, including contracts with a
negative mark-to-market value, is
calculated by multiplying the
notional principal amount of each
contract by a credit conversion fac-
tor. Tabulated below are conversion
factors by type of contract and
remaining maturity:
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BHCs, this ratio reflects capital
charges for certain market risks.

Tangible Tier 1 Leverage Ratio

The sum of common equity, non-
cumulative perpetual preferred stock,
cumulative perpetual preferred stock
that qualifies for Tier 1 capital, and
minority interest in consolidated
subsidiaries (including trust pre-
ferred stock), net of total intangible
assets and deferred tax assets in
excess of the regulatory limit, divided
by average assets for the latest quar-
ter (as reported in Schedule HC-E of
the FR Y-9C report form), net of total
intangible assets and deferred tax

assets in excess of the regulatory limit.
Tangible tier 1 leverage ratios calcu-
lated in 1994, however, reflect the
deduction of net unrealized losses on
marketable equity securities from the
denominator.

(Note: Prior to December 1995, data
on excess deferred tax assets are not
available.)

Tangible Common Equity Capital/
Tangible Assets

Equity capital minus the sum of per-
petual preferred stock (net of related
treasury stock) and intangible assets,
divided by total assets, net of intan-
gible assets.
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